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IN THE CHAIR: Mr Werner LANGEN
The chairman of the Committee of Enquiry to investigate alleged contraventions and

maladministrations in the application of Union law in relation to money laundering, tax
avoidance and tax evasion.

(The sitting opened at 15.05)

Good afternoon, ladies and gentlemen, dear colleagues. I would like to start our meeting.

- We have eight languages available today, so I should like to use my own native language.
We are pleased that Commissioner Pierre Moscovici has been able to join us today. Today,
we have a two-and-a-half hour meeting all in all, including an hour and a half with the
Commissioner responsible for taxation etc., and an hour with an expert from the Financial
Action Task Force, Mr. Ashish Kumar. I’d like to take the opportunity to welcome you all
here, and I would like to remind you that the whole meeting can be followed online, and that
we will not be handing out any documents. These documents were sent to everyone here
beforehand.

I would like to give a very warm welcome to Mr. Moscovici, the European Commissioner for
Economic and Financial Affairs, Taxation and Customs.

Welcome to the Member of the European Commission responsible for Economic and
Financial Affairs, Taxation and Customs. We have sent you a list of questions in advance of
this meeting. We are honoured that you took time to send your replies, which have been
circulated to the members of the Committee.

- Commissioner, I should like to invite you to give a brief opening speech of around five
minutes on the subjects discussed in our Committee and the questions that you are aware of.
Once you have finished your introduction, I would like to conduct a Q&A session with
members of the PANA Committee. We will allow a maximum of one minute for questions, as
agreed, and five minutes altogether for answers. You will then have time to answer these
questions, Commissioner. Once again, thank you very much. You now have the floor.
Commissioner, the floor is yours.

1-007-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – Chair, Vice-Chairs, honourable Members, dear colleagues, given that
interpretation is available, I shall speak in my native language, French.

It is important to me to be here today, before your Committee of Inquiry into Money
Laundering, Tax Avoidance and Tax Evasion (PANA). The Parliament hearings I regularly
attend before the competent Committees, in general, such as, more specifically, the TAXE
Committee, always represent an opportunity for truthful exchanges on current tax
developments and our shared objectives. This Committee of Inquiry hearing is no exception.
Our plenary sittings are also extremely valuable.

The work of your Committee, which was established in the wake of the revelations known as
the ’Panama Papers’, is of the utmost importance for the European Union. Your work is
critical. Why? Because taxes embody the relationship between the people and their
governments. Taxation has the power to make or break a State. At a time when the European
Parliament’s democratic legitimacy is being called into question, shedding light on the
shortcomings of the tax system with a view to reform is essential. I have followed the
Committee’s exchanges with interest, particularly with my colleague, HYPERLINK
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"https://fr.wikipedia.org/wiki/V%C4%9Bra_Jourov%C3%A1" Věra Jourová, and Professor
Stiglitz. Rest assured that I stand before you in total transparency and that I am ready and
willing to respond honestly and fully to all your questions, in the knowledge that we share the
same objectives.

The Panama Papers, and subsequently the Bahama Leaks, have shown that prioritising fairer
and more transparent taxation is the way forward, because these revelations, although painful
and damaging to public opinion, shed light on opaque practices, which are considered
unacceptable once unveiled. These revelations also highlight the abuse of complex ownership
structures, whose purpose is to circumvent tax requirements. Last weekend’s revelations
regarding the world of football - which keep coming - confirmed once again the relevance of
our approach, our activities and your work.

The Eurodad report on the rising number of tax rulings, made public today, shows that our
work is producing results. Why? I was asked why this number had risen a few moments ago.
In the past, tax rulings were kept secret, whether to reassure businesses about the tax due or to
avoid paying tax, which is not the same thing. It was private information between the tax
office and the company. Nowadays, an NGO can publish statistics on the number of tax
rulings handed down, and in 2017, tax authorities will automatically be informed of the
content of all tax rulings handed down by Member States.

The aim of our Directive, which we proposed and which was adopted in seven months, was
not to ban tax rulings. It was to ensure that good tax rulings would chase out the bad, or rather
those which help to maintain aggressive tax planning practices. These revelations have
aroused public interest in tax affairs, enabling us to better legislate for the future.

My goal for the past two years has been to plug the holes in the sieve that is European tax
policy, ensuring total fairness and greater transparency, and to be more efficient in combating
fraud and tax evasion which deprive the national budgets of the vital revenue which is legally
theirs.

We have made rapid and tangible progress, as you will all be aware. We put an end to the
banking secret in Europe, introducing the automatic exchange of information on personal
accounts. We introduced the automatic exchange of information on tax rulings. We proposed
a tax shield to prevent aggressive tax optimisation by businesses. We cemented the exchange
of information on the activities of multinationals between national tax authorities, country by
country. And I say again, before this Committee, if some are doubtful, that I want Member
States to agree among themselves, and with Parliament, to make this information public, and I
mean really public. That has been my goal ever since I assumed my position at the
Commission.

We have also set our sights beyond Europe’s borders, developing an ambitious external
strategy. Act 2 of our transparency and fiscal justice revolution is now underway with
CCCTB. The system represents a tax opportunity for businesses, both for Member States and
for citizens, because it meets the equality, growth and innovation objectives, and I hope it will
be supported by all Member States. In my capacity as Commissioner, I will maintain this
momentum in the months to come and I expect the Member States to fully commit to this
process.

The same goes for our commitment to drawing up a blacklist of global tax havens. The list
should be ready by the end of 2017. If it is to have any impact, it must be accompanied by
sanctions to be imposed on the countries which refuse to adhere to the rules of good tax
governance.
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The same goes for the anti-money laundering and anti-tax evasion package which I supported
in response to the ‘Panama Papers’ scandal, along with my colleague
‘http://ec.europa.eu/commission/2014-2019/jourova_en’ Věra Jourová. As you know - as she
has already told you - as part of our package, we propose to step up the fight against money
laundering and to extend EU transparency requirements for beneficial owners. I am very
pleased that we were able to reach a political agreement on the Anti-Money Laundering
Directive at Ecofin yesterday. The same goes for disincentives to be established to discourage
tax advisors and intermediaries from facilitating fraud and tax evasion. I am not saying that all
tax advisors facilitate fraud. I am saying that the activities of those who facilitate fraud should
be regulated. A public consultation procedure was launched last month to determine the best
way to approach the issue and to combat the problem. In short, we must look to the future if
we are to tackle tax evasion, a crime which never ceases to reinvent itself. We will continue to
forge this path towards a better tax future together. On this mission, I know I can count on the
excellent capability and authority of the European Parliament.

It is true that we - permit me the liberty of using ‘we’ as we have largely been working side
by side - have ridden a favourable wind in recent months. From that point of view, the
scandals can be seen as a contributing factor.

The new age of taxation has encouraged Member States to follow us in our proposals, and I
really mean follow us, as they have not always been the driving force behind the movement.
Boosted by high public expectations and scrutiny from civil society, we have smashed our
previous directive adoption speed records. It is also important to note that all this has been
accomplished while adhering to Parliament’s schedule. I have taken to summing up the
situation by saying that: before it took us five years to do nothing, but now we only need
seven months to develop ambitious Directives. So much the better! Ambition runs equally
high among our international G20 and OECD partners. I received confirmation of this a
fortnight ago when I met with the Secretary-General of the OECD, Ángel Gurría, once again,
because we work together as part of G20 and towards the BEPS initiative.

But let me send a clear message here and, from that point of view, I am glad that this debate is
being recorded: we must not lose this momentum. The Member States may be inclined to say
that when the wind dies down, we’ll go back to our old ways, to unanimity rules, to blocking,
to stalling. No! We must maintain this level of ambition if we want to succeed collectively in
combating fraud and abusive tax practices, all the more so as the European and international
tax framework will have to be overhauled in the months to come. I cannot say what the next
US President’s stance on taxation will be. There is also the coming departure of a Member
State, the United Kingdom, who, it must be said has been reasonably cooperative on issues of
taxation in recent years and has tended to support transparency initiatives.

Honourable Members, I wish to conclude by stressing once again how useful, and indeed how
vital, your work is for making the necessary progress towards implementing a fairer and more
efficient tax system in the EU. In our mission to build a tax system, a structure which only
gets stronger and stronger, there will never be too many builders and architects. I will try to be
one of its craftsmen.

Taxation is what I call the proof par excellence of Europe. Why? Because we are living at a
time when some would have us believe that the EU is useless, that it produces nothing. This is
where we need to talk about a necessary and useful EU. Necessary because a Member State
cannot tackle international fraud alone. While the sovereignty of the Member States must be
respected, tax nationalism does not make sense. But the European Union is also useful
because only the EU can develop a fairer and more transparent tax system, together with its
international partners. That is precisely what we are trying to do. At a time when the
legitimacy of the European project is often called into question, as evidenced by the daily rise
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in populist feeling, I am convinced that transparency and tax justice are two priorities to be
actively pursued. So let us continue to meet the expectation of EU citizens by giving them the
proof they deserve that Europe is making headway on issues of taxation. It is nothing short of
what we expect from your Committee of Inquiry, whose work, I repeat, is absolutely crucial.

1-008-0000

The Chair. - We know that you wish to strive, together with us, for fairer taxation; we do not
doubt that at all. However, in the past, the principle of unanimity for decisions on taxation has
made it difficult for Member States to come to a number of agreements, and everyone in this
room knows how important it is for us to exert public pressure as well. Many thanks for your
initiatives. Rather than deliver a lengthy opening speech, I should like to give you the
opportunity to speak right away. If I may remind you once more: one minute for questions
and then a maximum of four minutes for answers. If the full five minutes have not been used
up, there will be an opportunity for more questions. This means you will be able to give
colleagues the chance to ask more questions, provided your answers are brief.

To begin with, I should like to call on the two co-rapporteurs to speak. Mr. Kofod, you have
the floor first.

1-009-0000

Jeppe Kofod (S&D). – Thank you Chair, and thank you Commissioner Moscovici. I think
today we are fighting on many fronts for a fair tax system, as you underlined Commissioner,
and for a European Union blacklist of tax havens, for stronger, efficient antimoney laundering
rules, sanctions against tax havens, cooperation between tax authorities and so on. Also, the
regulation of banks and tax advisers and intermediaries. There are a lot of fights going on
there, and I want to thank you and the Commission for taking up the fight and for standing up
for the things that we in Parliament are also asking for, as they are really very important.

The issue I want to raise is the tax haven blacklist. As we know, the Council’s Code of
Conduct Group is now working on the Commission’s proposal for a definition of the criteria
and screening for the tax haven blacklist. In your written reply to us, to the committee, you
state that ‘no or zero-rate corporation tax should be a criterion’. I very much agree with that. I
think a tax list without that type of criterion is not a serious list of tax havens that we can use.
So the question to you is: where do we risk the Council watering down the Commission’s
proposal for the blacklist, and what can we do together to ensure that the blacklist of tax
havens is trustable, efficient and reflects reality?

1-010-0000

The Chair. - Yes, thank you very much, Commissioner. The floor is yours. The economist
Joseph Stiglitz once said that when the tax rate is zero, it is impossible to commit tax evasion.
This does, however, have an impact on competition, making it much harder to compete.

1-011-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – Thank you, Mr Kofod. The listing process is a strong instrument with which
to invite all jurisdictions of relevance for the EU onto the path of tax good governance. By
jurisdictions I mean those with close economic ties with the EU, with a relatively important
financial sector and which are sufficiently developed.

The Commission delivered on the first step of the new listing process in September with a
scoreboard of our pre-assessment of all third countries. The aim of the Commission
scoreboard is to help Member States to determine which countries the EU should start a
dialogue with regarding tax good governance issues. It has been devised to help inform
Member State choices when deciding which countries they should begin screening.

How will this be addressed? We had three criteria and the Council, in its first exchange of
views, decided that we would take two of them until June 2019 and then the three of them all
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together afterwards. Is there a risk of watering-down? I can understand that the Council
wishes to give some time for some countries to adapt, but overall I think we have the right
criteria in order to move swiftly towards the list. What are the next steps now? The list of
countries to be screened must be confirmed before the end of January so that the screening
can begin early next year.

Member States have already agreed on those criteria for assessing the countries selected for
screening in November. I must say here that the Commission would have preferred a slightly
more ambitious approach on the criteria, notably that third countries should have to fulfil all
three transparency conditions rather than just two. The Council also agreed to ensure a certain
degree of transparency for this process. From the start of 2017 my services will be fully
supporting the Code of Conduct Group in screening the jurisdictions and coming up with a
final EU list.

All in all, I consider that we have a reasonable chance to have a strong blacklist by the end of
2017. This is a strong prospective and I believe that our listing process is more ambitious than
the one in the OECD. We have to coordinate with them so as not to be too far away, leading
the movement.

1-012-0000

The Chair. - Thank you very much, Commissioner. I just have one more quick question:
Given that the list was passed unanimously, do you hope it will prove successful in 2017?

1-013-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – It will have to be adopted unanimously. I am confident that this will happen,
and this must happen. But there, the pressure put on Member States will be absolutely
decisive. The pressure from this Parliament will be decisive, and the pressure from your
committee will be decisive. I don’t have to write your final report, but in it you should say
that you need to have this, you want to have this, that you must have this, and that there is no
alternative to this.

I am quite optimistic about this, though I don’t see a Member State saying before the end of
the year on air, because these are usually public debates. Finally, there is a list. We had first
the screening criteria, then we had the screening, then we discussed this, and there is a list
proposed by the Commission but we reviewed it, so it will be endorsed, yes. It is not easy. We
had to make that small concession – two out of three – but I think this was also useful, so now
I am quite convinced that this will happen.

1-014-0000

The Chair. - Thank you very much, Commissioner. You said yourself that you are adamant
that three criteria must be met, and you have our support there as well. I should now like to
give the floor to co-rapporteur Petr Ježek.
1-015-0000

Petr Ježek (ALDE). – Thank you, Commissioner, for being with us. In your written answers
you explain that back in 2008 when reviewing the Savings Directive, the Commission
identified the exposure of European financial institutions to legal entities in offshore centres
as an issue, and the Commission tried to address this in its proposal in 2009. I would like to
know whether you can elaborate more on that – on what exactly the Commission identified,
and how it tried to address the issue. Do you think that we have a better chance now to do it,
because the Council sometimes seems to be like Teflon when it comes to these issues.

The other question, the second question, is that – again in your written answers – you speak
about fixed definitions, and whether they may or may not be useful. Many people wonder
why we still do not have an EU definition, common to all Member States, of tax fraud, tax
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evasion and tax optimisation. These are my questions, and I apologise but I will have to
excuse myself and leave after your answers as I have two trilogues to attend in a few minutes.

1-016-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – I see three aspects to your question. The first is about the Savings Tax
Directive. The Savings Tax Directive was the first important step taken by the EU to ensure
that taxpayers would not dodge taxes by moving their assets abroad. The second Savings
Directive review, performed in 2011 and published in 2012, did identify an important shift for
Swiss fiduciary deposits in the first year and application of the EUSwiss saving agreements
with particular emphasis on exposure to Panama intermediaries, which was the second largest
and almost doubled year to year. Based on that, a report was published that reiterated the need
– already signalled by the Commission – for an update of the Savings Directive and the
relevant agreements with third countries, ‘to address the cases of intermediary entities
established in offshore jurisdictions’.

Regarding the definition of tax evasion, tax avoidance and tax planning, it is indeed important
to know what we are talking about when we talk of tax fraud, tax evasion, tax avoidance or
tax planning. We have described these phenomena in different initiatives we have presented
over the years. For example, they were described in the 2012 recommendation on aggressive
tax planning and our tax transparency communication last year. EU legislation to address tax
evasion and avoidance also clearly defines the activities and/or circumstances which should
trigger EU anti-abuse measures.

However, although very fixed definitions may be useful in some circumstances, they also
create risks and we need to have some flexibility there. Tax evasion and avoidance activities
constantly evolve, and so a rigid definition might not be the right weapon, even if we need to
have some criteria.

A definition is also needed of tax related crimes. While the Commission is determined to do
all it can to fight tax fraud and tax avoidance in the EU, certain matters are better dealt with at
national level. Tax crimes are primarily an area of Member State competence. Where they
concern EU funds, however – for example VAT on resources – OLAF works on this.

1-017-0000

Petr Ježek (ALDE). – On CCCTB, we have recently heard that a number of Member State
leaders presented an initiative to lower tax rates, so I wonder whether this discourages you
when it comes to pushing the CCCTB forward. I hope not.

1-018-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – No, as you know, tax rates do not fall within our field of competence, but I
am not sure that this is how some would like to see the CCCTB used, it being an effective
anti-fraud instrument.

I am not in favour of the harmonisation of minimum rates, because it isn’t possible. It may
sound appealing, but I am in favour of effective taxation, that is to say, in favour of ensuring
that there is no zero or inadequate taxation in the European Union. Everyone must pay their
fair share.

1-019-0000

Dariusz Rosati (PPE). – Commissioner, thank you for being with us and thank you for your
introductory statement, together with the declaration that, in this fight against tax evasion and
tax avoidance, we are on the same side. I am very happy to hear this and I look forward to
fruitful cooperation.
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My question is on the role of intermediaries. The more we are progressing with our work here
in this committee of inquiry, the more we see that the role of intermediaries in all these
practices is key. What is your opinion? Apart from regulating banks and imposing tax
obligations on our firms and citizens, should we also do something in the area of regulating
law firms, accounting firms and other intermediaries that play this crucial role? Should we,
for instance, think about imposing an obligation on law firms to reveal the names of
beneficiary owners to tax authorities? To what extent would this be consistent with our laws
in the European Union Member States? What is your opinion on that? Do we need some
supervision/regulation of that sector or do you think you can manage and reduce the scope for
tax evasion and tax avoidance without reaching those actors?

1-020-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – That is a very important point. Last week’s revelations about tax evasion in
football show that intermediaries play a major role in implementing tax avoidance techniques.
The Commission is working on the issue. For us, that includes financial advisors, financial
intermediaries and legal advisors, because that is really what it boils down to.

The key aim of a future initiative would be to prevent the development, promotion or
implementation of aggressive tax planning models. To do so, the idea is that we need to
establish disincentives for all those involved, and even implement some kind of deterrent.

Lawyers are in the spotlight and should not be able to hide behind traditional concepts like
legal professional privilege, arguing that they cannot provide any information about their
client relationships. To make this work in practice there is also a need for sanctions in case
they do not obey the new rules. Sanctions should be – as I said –dissuasive, a criterion that is
already established and used for other pieces of EU legislation.

What should be the timing of an action on disclosure rules for intermediaries? The
Commission has to go through the full regulatory procedure and this of course creates some
delays. We have already launched a public consultation to gather views from the wider public.
Following that, we will have to prepare the impact assessment to assess different policy
options. We have not yet chosen the one we will follow, against defined criteria, which will
lead us to our best preferred option.

Finally, a legal text has to be developed and adopted by the College of the Commission. I
cannot tell you yet what we will do, but I can give you the target and the timeline. The
Commission work programme indicates 2017 for a possible initiative and we will stick to this
timeline. We also need some pressure from you to ensure that.

1-022-0000

Dariusz Rosati (PPE). – Thank you very much for this answer, and maybe some short
explanation or information about what the Commission intends to do, to reduce the scope for
hybrid mismatches between tax jurisdictions but within the European Union. We probably
should not be too ambitious to go too far.

1-023-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – This was discussed yesterday, I remember now, in the Anti-tax avoidance
Directive, paragraph 2. The proposal has been made for third countries, but there is still a
delay because this was not fully adopted by the Ecofin Council and we have to come back on
this by the beginning of 2017, but I am optimistic that the last reservations will be lifted.

1-024-0000

The Chair. - Thank you. Please could you also tell us which Member States blocked it
yesterday?
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1-025-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – All that was recorded, I am not here to point fingers at individual Member
States. Some did, but not many.

1-026-0000

The Chair. - As we are all very much aware, thank you! The next person who will speak for
the Socialists and Democrats is Ms. Pervenche Berès.

1-027-0000

Pervenche Berès (S&D). – Chair, Commissioner, I wanted to ask you about sanctions,
because all the experts we consult tell us that, if sanctions for tax evasion are not imposed,
making progress will be very difficult.

Within the Working Group on Codes of Conduct, talks on sanctions for the countries featured
on the non-cooperative territories blacklist are underway, or at least they should be. Could
you give us any information on this? What progress has been made? Is the work up to the
challenge?

Aside from these talks, what other measures - and within what framework - could be taken,
including by the European Commission, with a view to making further progress? Could we
use the tax and anti-money laundering legislation on which we have been asked to comment
to help us make progress in this field?

The Council and the Member States are obstacles of which we are all well aware, but we have
already seen that the Commission can use its means to intervene where unanimity is
preventing further advancements.

Do you share the opinion that the sanctions should be credible enough to ensure compliance
with European and international rules, and, beyond that, that fine-tuning legislation, making
lists, monitoring transposition and performing regular reviews risks raising expectations
which cannot be met if these activities do not do more than simply raise awareness of the
scale of the problem?

1-028-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – Chair, Ms Berès, a number of processes are running roughly in parallel, with
overlapping fields of competence. We made a proposal. We drew up a list of criteria. The
Council agreed to an initiative - that answers Mr Kofod’s question. We are now going to
propose screening at the beginning of 2017. Then, on this basis, we will enter into discussions
with the third countries concerned, and finally, at the end of the year, we will have a definitive
list.

But the purpose of the proposed list is to support the territories involved on their journey
towards good tax governance. We need to draw up the shortest and best list possible, not
because we have forgotten someone, but because we hope that, in the meantime, some
countries which were originally set to appear on the list will have begun their process of
transformation.

Territories and tax havens which do not wish to engage in the process will be subject to
sanctions. You know that it is not just political waffle when I say that the ball is in the
Member States’ court. It is up to those responsible to decide upon the sanctions to be applied
to the third countries which appear on the non-cooperative territories blacklist. The sanctions
should be dissuasive enough to ensure that the territories concerned, which had not realised
that it was in their interests to move towards good tax governance, will do so precisely to
avoid the sanctions. Once the list of sanctions is in place, it will undoubtedly have an impact



10 07-12-2016

on businesses which attempt to avoid paying taxes by going through tax havens. The same
dissuasive effect will also apply to businesses registered in tax havens.

Finally, I think that establishing more general sanction regimes to ensure adherence to tax
rules within the EU is a matter for the Member States. I am not going to talk about the Anti-
Money Laundering Directive, which falls under the remit of my colleague, Vĕra Jourová, who
came before this Committee to talk to you about it, but we are also working together on the
establishment of a European Public Prosecutor’s Office, because VAT fraud is a major
problem in the European Union, representing a loss of nearly EUR 160 billion per year. That
is why, seeing as we work together, I asked that she come to present the issue at the Ecofin
Council, something which never happened with the Commissioner responsible for these
matters. EU Member States miss out on tens of billions of euros in the form of unpaid VAT
revenue. A fraud-proof VAT system must now be implemented in the EU as a matter of
urgency.

All in all, what I want to say is that the European Parliament has certain strengths in this field,
and that we have the ability to work together effectively. I think that the Commission is doing
all it can to tackle the phenomenon, but its work will be more effective if it can count on your
help in implementing tangible sanctions. The matter could also be addressed in your
Committee’s report. You could use your strong negotiating position when addressing the issue
of the publication of information country by country.

Yesterday, at the Council, we held a discussion to determine the legal basis on which to reach
this goal. Some Member States - that is to say a large number - asked us to move towards a
tax-based legal framework, which would pave the way for unanimity. Unanimity means
making things more difficult. If the European Parliament disregards the proposal, that won’t
happen. The Commission was in favour of basing the legal framework on other principles,
which would have allowed for a qualified majority. In the end, that wasn’t what was agreed
upon. So, frankly, there are always advantages in working together.

1-029-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Mr Moscovici, you have said many things that
sound very reasonable to me and to my Group. In any case, some of the responsibility is
shared. You are telling us to apply more pressure and you refer to the Member States.

In the proposal to amend the Directive on money laundering and the financing of terrorism,
OLAF told us that it should have access to the register of beneficial owners in order to carry
out its functions properly. This topic has already been raised. Yet, money laundering activities
fall partly under the jurisdiction of the Member States. Do you not think we should include all
sovereign territories of the Member States?

That is one thing. Another is that you have said that countries have failed in this area in the
past as a result of a breach of the social contract with regard to taxation. And it’s true, for
example, that we were advised by Mr Stiglitz to be efficient in putting an end to tax havens.
When you say that part of your proposal, which we support, might eventually be devalued in
the Council, you are putting us in a very, very difficult position, because if we are
unsuccessful in putting an end to tax havens - regardless of the reasons why - we could find
ourselves with a broken system.

1-030-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – In the second half of your question, you asked me to respond to the fact that
we are facing a major crisis - a crisis of confidence. Our citizens are looking at us and
wondering now what our role is and what value we add, therefore awaiting the vital adoption
of this Anti-Money Laundering Directive, expecting it to be ambitious.
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At the same time - and I say this with both ambition and modesty, as should we all here today
- the European Union is not just made up of the Commission and the European Parliament.
The Commission is not the government of Europe: it proposes and executes. Parliament acts
as co-legislator and plays a crucial supervisory role. But it shares its legislative power with
the Council. Lastly, the Member States play a key role in our shared activities - both
legislative and non-legislative work.

The EU is also made up of the Member States’ governments. Synergy must take place, and be
positive, between them, the Commission and Parliament. That is what sometimes makes me
feel uneasy during certain debates, as if we could distance ourselves from them. No, national
sovereignty exists - some are even calling for it to be strengthened even further - and we
cannot go against it. An intelligent move on our part would be to ensure that European
sovereignty complements national sovereignty and that any pressure on Member States is in
the common interest - theirs and Europe’s as a whole.

The Anti-Money Laundering Directive will be an important test, which will highlight the
responsibilities borne by those involved. Our interaction is fundamental, but ‘interaction’ does
not necessarily mean ‘minimalism’. When I am at the Council on behalf of the Commission, I
participate fully and am there to find compromises.

On the point of a public register of beneficial ownership, the Commission is committed to
increased transparency and cooperation, wherever necessary, to make taxes in the EU fairer
and more efficient. Public access to the beneficial ownership register is already a part of the
Commission proposal to amend the Anti-money laundering Directive. The aim is to prevent
the misuse of legal entities and arrangements, such as trusts, by allowing greater scrutiny of
such information, and this must absolutely be defended.

1-032-0000

Maite Pagazaurtundúa Ruiz (ALDE). – I would like to return to the issue of the list of high
risk countries, because, in actual fact, the document you published in July 2016 makes no
reference to any of the countries that appear in the Panama Papers. Does that not seem a little
contradictory?

1-033-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – The list published in July last year was only a sort of ‘best of’ list compiled on
the basis of national lists. I thought it was important for there to be a list, so that it could
become a tangible document to which people could react. But our list will be different
because it will be a European list based on an objective analysis of all the countries in the
world, as demonstrated by the scoreboard published after the summer.

I could say that, to an extent, our approach consisted of using the absurd to highlight the
inadequacy of the national approach; we are now moving towards a European approach
featuring common criteria, working methods and sanctions. We are beginning a radically
different process.

1-034-0000

Patrick Le Hyaric (GUE/NGL). – Chair, Commissioner, I agree with what you said at the
beginning of your intervention about tax, and the link between tax and the State.

On this subject, I have two questions: the first is linked to the issue of the European Semester,
which helps the Member States to implement the Growth and Stability Pact and serves to
reduce expenditure. Could we not use this tool to implement a procedure concerning
economic imbalances, given that States do not recover or are unable to recover all or a
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proportion of the corporation tax due, EUR 50 to 70 billion remains unrecovered in the
European Union?

My second question follows the same lines. It concerns VAT. VAT is a strict tax with specific
rules. Could we not implement the same system for corporation tax? That system of course
includes allowances for upwards and downwards variations, which must be measured in some
way or other. However, when we are talking about a fixed-rate tax, should we not have the
same kind of system for corporation tax?

1-035-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – We need to find the right tools, the right forums, the right locations and the
right procedures.

The European Semester - which I also practise with my colleague Valdis Dombrovskis - is an
exercise in the coordination of economic policy. Its objective is not to disgrace one country or
another. It is not a means to ‘name and shame’.

Country-specific reports highlight measures which facilitate aggressive fiscal planning, which
enables us to formulate our recommendations. It also enables us to engage in a dialogue on
the subject with Member States. We have other forums in which to discuss tax competition,
such as the Working Group on the Code of Conduct for Business Taxation, which is an
important forum in which to do so. I think that, when it comes to the European Semester,
what we can do is to promote ‘recommendation’, ‘suggestion’, and ‘dialogue’, but not
‘denunciation’. Agreement on the matter would not be reached, and we do not have any legal
instruments, so to speak, through which to do so.

We do not have the same competences with regard to VAT, which has a different legal basis
in the Treaty: with regard to indirect taxation, we have done as much as our competences
would allow. There will always be room for addressing other forms competence in the field of
taxation, other ways to discuss tax. We have to make do with the competences we have been
assigned, and the principle we follow is often that of the rule of unanimity, which is certainly,
I admit, a limiting factor. Much more so, however, for structural taxation reform than for
measures to combat fraud and tax evasion, since agreement on these crimes is easier to reach
given the impact of parliamentary pressure, civil society and NGOs on public opinion, which
is a fundamental factor.

1-036-0000

Patrick Le Hyaric (GUE/NGL). – During hearings, magistrates often remark on the lack or
inadequacy of the Public Prosecutors’ financial means. I’ll ask the same question, but maybe
you’ll give me the same response: can the Commission recommend or arrange incentives for
States to give them the means to investigate and adjudicate?

1-037-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I am not sure that we can make recommendations which go as far as to
suggest or initiate the development of legislation. On the contrary, the idea that we can equip
ourselves with the means necessary to tackle tax fraud and tax evasion could be addressed in
our recommendations and that is a suggestion which I will absolutely take into consideration
in future. I think we will move in that direction. Finally, establishing a European Public
Prosecutor’s Office is a good start. But we also need to consider the national Public
Prosecutors’ Offices, which I believe is a topic to be included in the recommendations in
future.

1-038-0000

Molly Scott Cato (Verts/ALE). – Mr Chair, I am going to follow up on the questions that
Jeppe asked right back at the beginning about the blacklist of tax havens. Specifically you will
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remember that on 24 November Member States agreed that they should have their experts
involved in the screening of particular jurisdictions. I would like to ask you if you share my
concern that my own country, the UK, may become involved in this screening and may
attempt to make sure that overseas and former colonies are not part of the process, whether
there is a risk of watering down there. Isn’t this a little bit like putting the fox in charge of
looking after the hens?

Secondly, the outcome of the screening process will be presented to the Code of Conduct
Group in September 2017, and I would like to ask you to make a commitment now in view of
what we agree about our shared work in this area, that you would be prepared to bring it to
this committee and present it publicly so that we are first to see the outcome of that process
and we can share that with our electors.

And finally, turning to another subject of concern, I would like to raise a question about the
US. For now, according to the screening exercise, it is down to Member States to verify
whether they think that the US meets the transparency criteria, and we raised the issue of the
US becoming a tax haven in a report we published as the Green Group not long ago. Now that
we have Trump becoming President, I think this raises a particular concern. Will the Code of
Conduct Group be taking into account potential harmful tax developments in the US when it
carries out its screening process?

1-039-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – Your question is about the risk of watering down the ambition of the blacklist,
we will call it that. I will not go back on the steps we have already delivered but you must be
aware that the EU list is a process driven by Member States and therefore the decision of the
countries to screen the confidentiality of such a list lies with the Member States. At the
November Ecofin meeting they asked the Code of Conduct Group to agree by January 2017
on the third countries to be screened. At the Code of Conduct Group meeting of 24 November
the list of countries to be screened was agreed. However, Member States decided to keep the
list confidential. It is their right and it is not up to us to ensure transparency on that. As
explained in the November Ecofin conclusion, the countries concerned will be informed by
letter to be sent by the Chair of the Code of Conduct Group by January. In this context, I am
not in a position to confirm the information until the jurisdictions concerned have been
informed by letter from the Chair, but of course this will be transparent when the time comes,
and we have no doubt that the list is convincing. We have no reservations on what we know,
even if I cannot divulge it here.

As far as the UK is concerned, until Brexit it is a Member State like the others. We are in a
process which is clear and consensual and I must say that during my talks with Phil
Hammond I trust the fact that the government seems to be – but we’ll see how the Brexit talks
engage – dedicated to that.

As regards the USA, the EU listing process is an invitation to all jurisdictions of relevance for
the EU economy to engage in good tax governance. We will list them if they do not meet the
clear criteria and refuse to address our concerns about this. We have said from the very start
that we want the new list to be fair, objective and internationally acceptable, so I am not going
to speculate on which countries will or will not be on the list before the full screening and
dialogue process has been carried out, so let’s wait.

Finally, if the zero rate has not been in the criteria, it is because Member States did not choose
to do that in the Council. It is clear that the Commission was in the position, or thought it
would be a good idea, let’s say that, to be moderate.
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1-040-0000

The Chair. - Thank you very much, Commissioner. It has become commonplace to label
those subjects people do not wish to discuss openly as ‘confidential’. The approach taken by
the Ecofin Council and by other institutions of the Council is not acceptable in the long term
when it comes to joint projects and plans to prevent something actively and vehemently. This
is where we will need your support. I should now like to give the floor to Mr. David Coburn
of the EFDD. Please go ahead.

1-041-0000

David Coburn (EFDD). – Mr Moscovici, according to Football Leaks, a lot of top football
players allegedly use tax constructions in the British Virgin Islands. In British culture,
companies and individuals exist to create wealth for themselves, not solely to pay taxes to
voracious money-squandering state bureaucrats to finance their gilded pensions. Tax
competition creates efficiency and that is a good thing. A question, sir: is this form of tax
optimisation according to the EU Commission automatically illegal, evasion or avoidance?
Sometimes these constructions are for commercially-sensitive information or perhaps the
footballers may be worried about kidnapping, families, all that sort of thing, that happens.

Two: what will the EU undertake against these kinds of tax evasion routes in the future?
Bearing in mind the UK and any control it would have over the British Virgin Islands will no
longer be part of the EU and no longer bound by EU legislation.

I think there is a degree of hypocrisy in this room. According to a Eurodad report, secret tax
deals between Luxembourg and multinationals have increased dramatically since LuxLeaks in
2014, and this despite a Luxembourger being in charge of the European Union. Belgium’s
sweetheart deals with multinationals have apparently risen – I couldn’t believe this figure but
it seems to be there – by 248% since then. That is an enormous amount. So there seems to be
a lot of hypocrisy. I do not know why Britain is criticised. We just believe in free enterprise.
We do not believe in your Eurosocialism. We believe in free enterprise, lower taxes, and we
believe in tax competition to make sure that governments do not squander taxpayers’ hard-
earned income.

1-042-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – Last weekend’s revelations obviously highlighted the need to take joint action
to implement a fair tax policy in the EU and worldwide.

I like football as a sport, as a game: so does everyone. That should not stop us critically
analysing the football economy. As the revelations have shown, this economy has pushed us
to the point of caricature, particularly when we note that revenue is concentrated on a small
number of players. In theory, taxation should restore some semblance of justice in all that, but
it seems that some in the world of football are refusing to accept it.

States are already making sometimes huge tax concessions for footballers with a view to
attracting talent, but it would also seem that some of these players are even trying to avoid
paying the tax that they actually owe. Is this personal greed? Perhaps... But these are often
very young, sometimes immature men - because we are talking about men - behind whom is
the entire football economy which steers them towards tax evasion, guided by an army of
advisors.

I am not accusing anyone, I don’t want to cause any problems, but there is, nevertheless, a
problem here. The Commission is aware of the role that various types of advisors play in
facilitating tax evasion. That is why, I say again, we have launched a public consultation on
the subject. The schemes revealed in the ‘Football Leaks’ would appear to have their roots in
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banking secrecy, the use of tax havens and the use of ‘brass-plate’ companies, three areas in
which we are working assiduously and in which we have already achieved excellent results.

I would add that paying taxes is the basis of our society. We believe that it should be fair and
that unlawfully hiding revenues in other countries because expensive lawyers have suggested
it is not fair.

Finally, regarding the British Virgin Islands, I am not going to comment on any one
jurisdiction in particular. This would undermine the fair and neutral approach that we want to
take with the EU list. As in every other policy area, Brexit will raise questions and challenges
on tax policy at EU, as well as international, level. However, the UK has been a very active
player – I repeat that – in the international work on tax good governance up to now and I hope
it will go on – until Brexit in the framework of the EU and, after Brexit, in the framework of
the G20 or the G7 – because the United Kingdom will remain a strong partner. As I used to
say, the UK will no longer be – because the British vote shows that – a member of the EU, but
it will be a European country.

1-044-0000

Mario Borghezio (ENF). – Chair, honourable Members, when will the Commission lift the
lid on the stinking pot that is EU tax havens? I find it remarkable that the Commission has
decided to postpone all decisions relating to offshore activity in the Member States
indefinitely. A large number of transactions are made through these countries, not only
seemingly legal business deals and political bribes, but also mafia and drug trafficking deals,
as reported by a leading Geneva authority.

I also wonder why the ECB has not been called upon to be more rigorous in its supervision of
European banks. You rightly said that banks will be subject to monitoring, to checks, but why
don’t you ask the ECB to explain what this supervision actually entails, seeing as some
European banking systems have clearly been compromised? As for tax evasion, mention has
already been made of the world of football. Again on the topic of sponsorship, I’d like to
highlight the growing problem of sports sponsorship. It’s what I’d call an almost blatant form
of tax evasion on a huge scale, at least where Formula One is concerned.

I apologise, Commissioner, for not responding to your Secretariat’s request to provide my
questions in advance. As the President of the Commission will confirm, however, the request
was entirely irregular.

1-045-0000

The Chair. - Thank you very much, though the scale of the football issue was previously not
as huge as it is now. Please go ahead, Commissioner.

1-046-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I can only repeat what I said just a moment ago in my answer. There is no
doubt that the football economy needs to be overhauled, and the activities of intermediaries of
all kinds (financial, legal, etc.) need to be regulated. These individuals may abuse the morality
of young players, taking control of the management of their entire career, their tax affairs and
all the rest, without forgetting the role that greed can play at all ages and for all types of
person. I say again, the football economy must be overhauled, and I think that the revelations
are not a reason to heap shame on an entire sport. That is why we really need to set good
examples.

You asked a number of questions relating to the banks, which I am unable to answer. Perhaps,
at some point, you will have to look at the European Central Bank. Perhaps you are
considering doing so as part of your Committee of Inquiry. But that is not where banking
supervision comes in. It is up to us to produce transparent texts.
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Member States recently adopted a huge limitation of their fiscal leeway with the approval of
ATAD (the Anti-Tax Avoidance Directive). As I said, ATAD too is in discussion and I hope
that this discussion will be fruitful and fast. I insist on both of these adjectives: fruitful and
fast. We must not lose the impetus, the momentum, that we have created up to now.

1-048-0000

Mario Borghezio (ENF). – Chair, honourable Members, I wasn’t actually talking about
football, I was talking about Formula One. It was simply an illustration of my point.

I have a specific question on tax evasion: Italy has adopted a law which imposes a tax of 27%
where the operational headquarters of a registered office is transferred to a different country.
Fiat is a case in point. This took place in Italy, but the sanction wasn’t applied. The Italian
Revenue Agency didn’t enforce it. I wonder what the European supervisory arrangements are
for this kind of permissible tax evasion, because this is a very striking case. What is more, it
concerns a company whose previous owner, Gianni Agnelli, was responsible for huge-scale
tax evasion, illegally exporting his company’s products and profits to tax havens without
anyone intervening. But this is a blatant example. The tax wasn’t paid.
(The Chair cuts the speaker off here).

1-049-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – I cannot comment on Member States’ internal competence or on a Member
State’s internal competence and I cannot comment on the ‘Auto Leaks’. Maybe next time, but
for the time being it is football.

1-050-0000

The Chair. - Okay. Thank you. I anticipate that we will continue to deal with Formula 1
properly in this Committee. We have three more speakers from the following political groups:
Mr. Luděk Niedermayer for the PPE, Ms. Elly Schlein for the S&D, Mr. Markus Ferber for
the PPE, and I also have three speakers on my list for Catch the eye: David Casa, Ana Gomes
and Fabio De Masi, of course!

Okay. Mr. Luděk Niedermayer.
1-051-0000

Luděk Niedermayer (PPE). – I would just like to suggest that, if we end up with a ‘Football
Leaks’ committee, we also make suggestions about the quality of play rather than just tax
issues, but I hope that will not happen.

But let me go back to the tax issues. I guess that the Panama Papers are revealing a much
more complex problem compared to LuxLeaks because we are dealing with tax avoidance,
tax evasion, money laundering, and clearly criminal activity. But, at the same time, we have
taken many steps to combat all these problems not only in the European Union but also
globally. Let me just name the proposal for anti-money laundering, ATAD, OECD exchange
of information, the blacklist and sanctions promised by the Commissioner, and the Directive
on Administrative Cooperation. So we have done a lot of things. I would like to ask you for
your assessment whether, if all these initiatives are passed, this is enough to cover most of the
important loopholes or whether some other part is missing?

My second question is this. My impression from our debate when we are focusing on the role
of intermediaries is that we paid a great deal of attention to banks, accounting firms and
advisory firms, but it seems that legal firms played a very dominant role in the case of
Panama Leaks. I wonder if you have also observed this, and if there is potentially scope for an
initiative here.
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1-052-0000

Pierre Moscovici, Commission responsible for Economic and Financial Affairs, Taxation
and Customs. – It would be difficult to say that when we have legislated the way I have
described everything will be solved. The Commission services in charge of taxation do not
have the resources to examine in detail the full contents of the Panama Papers, but of course
we looked into the overall relations enough to understand where key problems lie.

On this basis, we very quickly responded with two proposals and a communication on the
next steps we will take to tackle such tax abuse, as I outlined already. There are clearly still
loopholes in the national tax systems that enable such activities to occur. We are determined
at EU level to address these loopholes as part of our wider agenda against tax evasion and tax
fraud. Any judicial or administrative action to follow up on particular cases revealed in the
leaks should be taken at national level, and we understand that Member States are examining
the data related to their taxpayers in detail.

Moving to the international field, I would say that there has also been very important progress
in the international tax agenda in recent years, with BEPS, with the common reporting
standard and with the general level of discussion on questions around fair and transparent
taxation, and that major commitments have been made to tackle tax abuse, to make corporate
taxation fairer, to increase tax transparency and exchange information.

The next challenge is to ensure that these commitments are turned into action quickly, in a
coherent manner, and effectively. There, the EU has to lead the way. I do not want an EU
which is just a part of the consensus, or a follower. I want an EU that is a leader by putting
BEPS and the new global transparency standards into EU law. It is very important that other
countries do the same. We are working very closely, as I said, with the OECD, with G20 and
with other international partners on this.

Is there still more to do at international level? The simple answer is yes. For example, the
Panama Papers showed that we need more transparency around beneficial ownership and
more oversight of advisers and intermediaries that facilitate avoidance. The fight against tax
abuse cannot be a static one. It will never end because it is about legal services, it is about
financial technology, about information technology, and we have no doubt that fraud or
avoidance are as old as tax itself, and that the imagination, or even the innovative power of
those who develop that, will not end with what we are doing today. It is a permanent fight and
we must never slow down.

Again, I want to tell you that I am also proud of what we have already done and a bit worried
about the fact that we should have to slow down and go back to business as usual. This is why
we must not accept that.

1-053-0000

The Chair. - Thank you very much, Commissioner. I agree with you that the ingenuity of tax
avoiders exceeds the creative power of the legislators and the severity of the penalties. Elly
Schlein for the S&D. Please go ahead.

1-054-0000

Elly Schlein (S&D). – The Panama Papers have shown more than ever that tax avoidance and
evasion are global phenomena which need global solutions, taking into consideration that
developing countries are hit harder. We still believe that only publishing country-by-country
disaggregated data from EU countries and uncooperative jurisdictions would be insufficient.
It would not help developing countries in fighting tax dodging.

In one of the Commission documents it has been stated that the Commission has already
started working with Member States to try to prevent negative spillovers on developing
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countries from EU or national tax policies. This is an important step. We were asking for it in
a resolution last year. We were asking for a European impact assessment of our fiscal policies
on developing countries, so I would appreciate if you could elaborate more on this.

My last point: ActionAid in particular has published an interesting report showing how tax
treaties negotiated by Member States with developing countries deprive them of vital
revenues. When negotiating these tax treaties it is important to ensure a fair distribution of
taxing rights and make sure that developing countries also get their fair share of taxes. In this
regard there is a UN model tax convention that ensures a more balanced approach to the
allocation of taxing rights, and I wonder what your position is on this, and if it would be
possible for the Commission to negotiate tax agreements on behalf of the Union.

1-055-0000

Pierre Moscovici, Commissioner responsible for Economic and Financial Affairs, Taxation
and Customs. – Regarding public CBCR and developing countries, why did the Commission
not propose global CBCR? We want to see what all multinationals are doing when it comes to
their tax affairs. That is why our proposal does not target just EU companies, but also non-EU
ones operating in the single market.

We believe that, in an ideal world, we might have a specific report for multinationals’
activities in each and every country in the world but, when drafting law, we have to abide by
legal constraints and that option was simply not feasible. The problem is that, if you go for
global disclosure, there is no way that you can apply the same requirements to EU and non-
EU firms. For example, legally we cannot force a multinational from the USA to give us
information on operations in Singapore and China. If we were to try this approach, we would
end up with a two-track system which would harm our own EU companies. They would have
to disclose information about their operations outside the EU, which their rivals could then
use to gain information about their investment and business strategies without giving the same
information.

So for now we are setting a global example in the hope that others will follow suit. Our
international approach would allow us to go even further. We have spent quite a lot of time
discussing that in this Parliament. I see some reproaches have been made to the Commission
and to me and, to be very frank, I think that is very unfair because we are the only part of the
world where the capacity and the possibility of having a transparent CBCR is promoted. The
only part of the world.

So, if you want to do even more – when some Member States are very reluctant even about
what you are proposing – that is a maximalist approach. I am there to try to be build
compromises that are as ambitious as possible. If I do not have the support of the European
Parliament on that, then OK, let us develop whatever we want to propose, in order to have
transparency on everything everywhere – and we will have nothing. I am reformist. I am not
in favour of revolution or maximalism. I used to be…

(Chair: ‘As a young man!’)

As a young man with very long hair. Today it is a little different!

(Laughter)

So, frankly speaking, I would urge you to support us, rather than to criticise on the basis of a
more maximalist approach that we cannot achieve. I am fighting to have a public CBCR with
our proposal. There is a huge reluctance in the Member States. You must be conscious of that.
If you ask for more, there will not be resistance but blockage.



07-12-2016 19

1-056-0000

The Chair. - Thank you very much, Commissioner. I do, however, agree with my colleague
in that fair tax redistribution between industrial nations and developing nations must be on the
agenda. Good governance is not possible in several countries in Africa because those
countries do not have any tax revenue. This all goes hand in hand in spite of the difficulties
you have outlined. Mr. Ferber.

1-057-0000

Markus Ferber (PPE). – Thank you! It is your duty as the Commission to draw up a list
within the scope of the fourth Money Laundering Directive that contains all high risk states,
and this list must be updated regularly by way of a delegated act. So far, you have transcribed
the list of the Financial Action Task Force. This list is fairly clear. Countries such as Panama
and the Bahamas are not on this list at all.

As a Parliament, we asked you to kindly deviate from the FATF list once in a while. Once
again, you have not done this. Please could you explain to us why?

And secondly: The week after next - according to the Commission’s meeting schedule - you
wish to discuss a new action plan relating to money laundering. In view of the fact that we
have yet to implement the fourth directive, and that the fifth directive is still being discussed:
What new measures do you wish to propose at the Commission as part of this action plan at
the end of the year?

1-058-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I am sorry, Mr Ferber, I always like your questions and I would like to be able
to answer them every time, but here you are talking about a subject for which I have little
competence, because the matter usually falls to Ms Jourová, who has come before your
Committee.

I do not want to have to revert to generalities for which you would reproach me, and I would
therefore refer you to Ms Jourová and the answers she can provide. So what I propose to do is
simply to send her your question and ask that her answer be forwarded to the Chair of this
Committee and to yourself.

1-059-0000

Markus Ferber (PPE). - Yes, but ultimately it is down to a college to approve the FATF list
- the Commission, to be precise. If I am not mistaken, the college also holds collegiate
responsibility. As you are the first Commissioner or the first member of the college who is
available following approval of the list, I would be pleased if you would be kind enough as to
explain why nothing has changed regarding the FATF list. I can’t help wondering why we
don’t call our committee the North Korea Committee. That country seems to be affected far
more than Panama, which is where we get the name PANA from. I apologise if I am phrasing
this quite provocatively, but the Commission is a collegiate body when all is said and done.

1-060-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I am entirely collegial, as are my colleagues, and I have embraced that role.
Nevertheless, collegiality means recognising everyone’s individual competences, otherwise
everything goes downhill very quickly. There is a list relating to the fight against money
laundering. Ours is to do with combating tax evasion, not money laundering. We should not
be confusing the two concepts: so when we’re talking about the Panama Papers, that’s what I
mean.

If you had asked me whether I think it is normal that Panama only appears on eight national
lists, among those who have them - they don’t all have lists, Chair, as you know - and that a
ninth country, France, which I know better than the rest, re-established its list only recently, in
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the wake of the Panama Papers scandal, I would say to you that it is absolutely outrageous
and entirely unacceptable, and that that in itself is a reason to draw up a list, all the while
hoping that Panama does not appear on the final list because it will have rectified the factors
which resulted in the Panama Papers revelations.

On the subject of the list drawn up by the Financial Action Task Force (FATF) and adopted
by the college, I refer you to my first answer, which is by no means un-collegial; the answer
to your question will be better informed than any I could provide, which would simply
constitute a vague outline of the matter.

1-061-0000

The Chair. - Thank you very much, Commissioner. The FATF is a special case in that the
Commission has to approve it. That is what distinguishes it from the other list. And it does not
require unanimity. Sorry?

1-062-0000

Markus Ferber (PPE). - It does not require approval. The Commission does approve the list,
but the Commission may also draw up its own list. So, my apologies, Chair. This is something
I consider to be very important.

1-063-0000

The Chair. - Yes, it has been approved by the Commission, but the Commission can compile
its own list. Yes, perhaps... It’s fine. Good. We will put the question to the Commissioner
once again in writing, and we will request a written response from him regarding this
possibility.

Just before our meeting comes to a close, we still have three speakers for Catch the eye:
David Casa, Ana Gomes and Fabio De Masi. Mr. David Casa.

1-064-0000

David Casa (PPE). – Thank you, Chair. I hope the Commissioner will be able to reply to this
question, as he was saying that he would like to have a situation where we will not treat this
situation as ‘business as usual’. So my first question is this: is it wrong, or is it the wrong
thing, to have a new minister involved in the Panama Papers scandal? And for the sake of
transparency, which you were talking about two minutes ago, have you asked the Maltese
authorities to investigate this minister, especially because Malta will be assuming the
Presidency of the EU in a few weeks’ time? I hope you will not be treating this minister as
‘business as usual’, as you said a quarter of an hour ago.
1-065-0000

The Chair. - Okay, thanks very much, Mr. Casa. Commissioner, could you tell us to what
extent an EU Council Presidency, whose members are affected by this by their own
admission, can expect an intervention from the Commission?

1-066-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – No, we do not need to meddle in the governance of Member States. Some of
you, perhaps even those who ask us to do so when it suits them, would reproach us for it. I
have nothing to say on the subject. I repeat, we at the Commission are not here to deal with
individual cases. You can do so as part of your Committee of Inquiry; we would be acting
entirely outside our field of competence.

1-067-0000

The Chair. - Yes, thank you! Anyway, I see that, going by your own statements, this does not
come under the remit of the Commission. Of course, as a Committee of Enquiry, we will view
this differently, and we will come to a decision on it shortly. Thank you. Ana Gomes.

1-068-0000

Ana Gomes (S&D). – Commissioner, besides the role played by enablers such as lawyers and
accountants in a corporation that is purposely complex to hide the beneficial owner, we have
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another big problem, namely the promiscuous involvement of enablers with the so-called
administrative tax centres for arbitration. For instance, in my country, Portugal – and I am
pretty sure we are not unique, because I am pretty sure we did not invent the will – in 2011 a
private tax arbitration centre was established which is supposed to rule on disputes between
taxpayers and the tax authorities. This is extremely tax consuming for the tax authorities.
They say that they normally lose all the cases there because, of course, most of the so-called
impartial arbitrators are actually some of the enablers – lawyers, accountants and so on. I am
pretty sure that Portugal is not a unique case. Is this something that the Commission has
focused on? If not, you need to.

1-069-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I will refer back to our current activities: we have identified the situations
which legal and tax advisors may create; there may well be a conflict of interests between
advisor and mediator. That said, I do not want to jump to conclusions.

I would like to remind you that we will be launching a public consultation, followed by an
impact study, and then we will make our legislative proposal. I would of course like the
European Parliament and your Committee to follow this process very closely and to exert
friendly pressure to ensure adherence to the deadlines provided for, namely during 2017. It’s
very important, we need you, sometimes even within the Commission!

1-070-0000

Fabio de Masi (GUE/NGL). Thank you. With regards to the Money Laundering Directive,
just to let you know that the Committee will vote on it tomorrow, and the fact that my own
political group has proposed to reject it. If Ms. Jourová is not quick, Mr. Ferber may yet
approve this proposal. I see an element of risk here.

But as for my question regarding public, country-specific reporting: I also published my own
tax return yesterday in response to Football Leaks. I paid 600 times as much tax as Apple in
2014, and my income is slightly lower.

You told Ms. Schlein that you cannot force companies outside the EU to disclose their
activities for legal reasons. That makes sense to me to a certain degree. And yet you intend to
force companies on the tax havens black list to do just that, and in this situation we are
dealing with activities in third countries. Could you please explain this discrepancy to me?
Why can you force companies to publish in one instance, but not the other?

1-071-0000

Pierre Moscovici, European Commissioner for Economic and Financial Affairs, Taxation
and Customs. – I’ll take advantage of what you have just been saying to say that I am ready
and willing to publish my tax declarations, even if they concern taxation levied at source, but
allow me to say publically that, contrary to what you might expect, Members of the
Commission really are subject to tax. My role is not that of a high-ranking international
official entirely exempt from all the rules. You all know that here, but sometimes I read some
strange things.

I agree with you on your second point; I want to make clear what we mean by public CBCR:
public CBCR concerns all EU activities, but also activities which appear on the tax havens
blacklist. What needs to be incorporated is the rest of the world, that is to say everything
which does not pertain either to the EU or to a tax haven. But one of the key advantages of
having this tax havens blacklist is that we are also in a position to ask for detailed
information. What I mean by ‘detailed information’ is everything that goes on in the European
Union, for all the multinationals and all the operators, whatever their nationality. The same
thing goes for what happens in tax havens, and for all the rest. I mean that we need to
aggregate all the information, because otherwise we have no means to act.
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Finally, I think our process has a singular advantage: at the very least, we are leading the way
in a global process of taxation reform. I am truly convinced that once we publish our list, the
rest of the world will follow, thus kickstarting a domino effect, particularly within the
framework of the G20. That is why we would be wrong to skip this first step, on the grounds
that some feel that it is not long enough.

1-072-0000

The Chair. - Thank you very much, Commissioner. We have come to the end of our hearing.
I would like to thank you all for your excellent responses to the numerous questions posed.
Our impression is that your role as Commissioner also involves setting negotiations with the
Council in motion, with the support of the European Parliament. We welcome this
wholeheartedly! We would, however, like further points raised here today to be addressed by
you once again in another Q&A session, or as part of a second hearing. That would be my
request. Thank you!

I should now like to bring this part to a close. We will have a three-minute break, and then
we’ll begin our next hearing. Thank you very much, Commissioner.

We will now start the next part of our meeting this afternoon. Today I am very pleased also to
welcome Ashish Kumar, policy analyst at Financial Action Task Force. I would like to use
my mother tongue.

- Allow me to welcome you here. The Financial Action Task Force plays an important role in
the coordination of international affairs. The European Commission is a member. We have
already touched on the lists. A warm welcome to you. You are an expert with diverse
experience. Today, we would like you to explain to us how these lists and assessments are
created, and we would also like to know what we can expect from the Commission and
yourself. Welcome, Mr. Kumar. You have the floor for five minutes. We will now open the
floor for questions.

1-075-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). –Mr Chair,
distinguished committee members, on behalf of the FATF Secretariat, I am grateful for this
opportunity to contribute to the committee’s deliberations today. Let me begin by explaining
FATF’s role.

FATF is an international intergovernmental body established in 1989 to provide countries
with tools to tackle money laundering. Since then, FATF has evolved considerably and now
promotes effective implementation of legal, regulatory and operational measures for
combating money laundering, terrorist and proliferation financing, and other related threats.
FATF is a standard setting body which works to generate the necessary political will to bring
about national legislative and regulatory reforms in these areas. Our high level objective is to
protect financial systems and the broader economy from these threats, thereby strengthening
financial sector integrity and contributing to safety and security.

The global standards and other products of FATF such as guidance, best practices and peer
reviews, and studies of the methods and trends used by criminals and terrorists, are the results
of technical discussion and consensus among 37 FATF members, which includes the
European Commission and 15 EU Member States. FATF also oversees a global network of
nine FATF-style regional bodies that are associate members. This includes Moneyval for the
Council of Europe. In order to be a member of the FATF or one of these regional bodies,
national governments must commit to fully implement the FATF standards and to undergo an
assessment to determine how effectively their efforts work in practice. FATF has agreed a
common methodology for these assessments, which is also used by the IMF and the World
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Bank, as well as universal procedures for ensuring the quality and consistency of these
assessments. 198 jurisdictions are currently part of the FATF global network.

(The Chair asked the speaker to speak a little slower for the benefit of the interpreters)

Since 2013, assessments of compliance with our FATF standards include two complementary
parts. The technical compliance assessment looks at whether a country has put in place a legal
and institutional framework and the powers and procedures of the competent authority. These
are the fundamental building blocks of an AML/CFT system. Separately, the effectiveness
assessment focuses on the implementation part: whether these frameworks are producing the
expected results. Countries are rated on both these parts and mutual evaluation reports are
published, with recommendations for countries to solve any identified problems. In addition,
FATF identifies those countries with strategic deficiencies which present a risk to the global
financial system. These countries are subject to special scrutiny which can lead to public
listing, for example the DPRK and Iran, which are currently listed. This process has been
found to be quite successful and has led to necessary reforms in many countries.

Through our work, and peer pressure, we have raised understanding and awareness of the
money laundering and terrorist financing risks and are successfully holding countries to
account for failing to take appropriate action to mitigate these risks. Through the FATF
review process, we know that most countries now have the necessary laws and regulations in
place to successfully investigate and prosecute money laundering and terrorist financing.
Organised criminal groups are being dismantled, terrorist networks identified and disrupted
through financial intelligence, and terrorist organisations are increasingly cut off from the
financial system and deprived of their assets. Significant amounts of criminal proceeds are
now being confiscated globally. Our assessments are showing many examples of success, but
they also demonstrate that many countries still have a lot of work to do to implement the
standards effectively, including in the area of beneficial ownership.

In April 2016, the Panama Papers exposed the large-scale misuse of legal persons and
arrangements which focused attention on how weaknesses in one country can be exploited in
a way that damages all countries. It highlighted the need to strengthen controls globally
against the misuse of corporate structures.

Our analysis to date does not point to specific gaps or inadequacies in the international
standards; rather, it is becoming increasingly clear that there are gaps in many national legal
frameworks and the implementation is often weak. This can prevent law enforcement
authorities from accessing beneficial ownership information in a timely manner. It is therefore
imperative for countries to fully and effectively implement the FATF standards to prevent
criminals and terrorists from misusing companies, trusts or other legal structures. FATF will
continue to focus on those areas, including during its assessments, to ensure that countries
accelerate their implementation of the FATF standards.

1-076-0000

The Chair. - Thank you very much, Mr Kumar. We have several questions. As an expert, you
are also involved in Asian affairs in this dialogue. Of course, we also have major centres there
too, which is why we might also be able to pose these questions to you.

The first speaker is rapporteur Jeppe Kofod, who now has the floor. Please go ahead.

1-077-0000

Jeppe Kofod (S&D). – Thank you very much for your excellent presentation and the very
important work that you are doing. I want to ask a question regarding the Financial Action
Task Force’s list of the high-risk and non-cooperative jurisdictions, which, as we know,
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consists of countries that are non-cooperative in the global fight against money laundering and
terrorist financing.

In a statement on 19 February 2016, FATF dropped Panama from its list, as you will
remember, only months before the Panama Papers scandal. Many of us, of course, asked
ourselves how it could be that you dropped Panama off the list. If you want a list that actually
reflects high-risk countries, what will you do to change the criteria or the trustworthiness of
that list? That is my first question.

Secondly, in the European Union we have other hearings in this committee with, for example,
financial intelligent units and tax authorities, and they have explained to us the difficulties we
have in identifying the beneficial owners of companies, trusts and so on, especially in the
cross-border cases that we know of. So I want to ask you, with your standards today, what
FATF can do today to raise the standards on transparency and the real identification of
beneficial ownership. This is an issue which is very important to us so could you elaborate on
that issue as well?

1-078-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – FATF removed
Panama from its special monitoring process in February 2016. That is correct. That was
following the 2014 IMF assessment of Panama, which went into the implementation of FATF
recommendations and which basically came out in the assessment report which the IMF
produced.

That report did identify a number of strategic weaknesses in its legal, regulatory and
operational systems and, based on that, Panama was put into the ICRG process whereby it
was publicly identified as a country having strategic deficiencies. As a result of specialist
scrutiny by FATF, and the ICRG process in particular, Panama took substantial action to
address those deficiencies, in fact it took a range of measures as recently as January 2016, to
implement the FATF standards. Some of these measures related to the beneficial ownership
requirement, as well as to implement the requirements applicable to designated non-financial
businesses and professions. These were the key strategy deficiencies identified in that
assessment, which Panama managed to address through its follow-up process.

When the February 2016 plenary happened, FATF concluded that Panama had made the
commitments which were given by the country, based on the outcome of the 2014 assessment
report.

So, basically, from 2014 to 2016 Panama made a significant number of actions in terms of
improving compliance in respect of the deficiencies which were identified during that
assessment process. Through that process FATF removed Panama from the public list. FATF
did not conclude that Panama had fully implemented all effective requirements, but what it
did say was that the strategic deficiencies which were identified by the Panama assessment
report had been addressed through the action plan which Panama implemented during those
two years.

We have to remember that the Panama Papers documents stretch back over many years, even
before Panama implemented the strategic action plan points which were agreed after the
assessment process. It will naturally take time for Panama to implement many of these
measures, and these measures will be verified during the next round of assessments, which are
going to happen next year. Panama is a member of GAFILAT, which is a FATF-style regional
body, and the next assessment will identify what exactly Panama has done to implement the
requirements which have been put in place by the regulatory framework or legal framework.
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The next round of assessment, which goes into not only the technical compliance, but also the
effectiveness compliance, will look at those issues in a more holistic manner and in a much
broader way, to not only see whether the law has been in place, but also to see whether these
laws work and whether these are producing results.

1-079-0000

Louis Michel (ALDE). – Chair, I would like to thank the speaker for his statements. I have
three questions. You are in the process of analysing the States at risk of money laundering.
You are aware that the European Commission has based its own list, which will be put to the
vote at the LIBE Committee tomorrow, on yours.

I would firstly like to know what criteria you used to determine which States would appear on
the list. For example - I think, but correct me if I’m wrong - in the countries where banking
secrecy still exists, is the concept or notion of ‘banking secrecy’ one of your criteria? This
does not seem to be the case, and if it is not, I would of course like to know why banking
secrecy has not been used as a risk assessment and money laundering criterion. Everyone
knows that banking secrecy facilitates money laundering.

Secondly, your recommendations highlight the importance of a register of beneficial owners. I
agree, of course, but I fear that this approach is limited since a large number of beneficial
owners cannot be identified. I therefore think that only field work that traces the money is
capable of uncovering their identities. In addition to the exchange of information, which is
largely insufficient, what measures could we take to better determine the identities of final
beneficiaries and how do you propose to increase international cooperation?

– Lastly: a serious aspect to consider is tax fraud. To trace tax fraud with even a minimum
chance of success, I repeat again that we need to start with a common definition of the
concept. Have you worked on this common definition, without which it will be difficult to
increase administrative and legal cooperation on the issue?

I have not exercised my catch-the-eye right, I was just saying it to him in passing. I should
have done so and the next time I will do so, it will last longer.

Mr Moscovici’s response has not reassured me: in fact, when he says that establishing a
common definition of tax fraud, tax evasion and tax optimisation raises a number of issues,
since they are concepts which should be addressed according to the individual characteristics
of each country, that worries me. That is what I wanted to ask.

1-082-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Let me answer
those three questions one by one. On the high-risk and non-cooperative countries, there are
three different avenues through which a country can be identified under the ICRG process.
The first avenue is through non-participation in an FSRB process. For example, if a country
does not allow its mutual evaluation report to be published, or does not subject itself to the
mutual evaluation of an FSRB – a FATF-style regional body – that is a clearcut way where a
country can be subject to the ICRG process and put in a pool.

The second criterion is where, for example, an FATF member or an FSRB member nominates
a country. That happens through the nomination process. For example, if a country has
significant deficiencies in terms of its compliance with international cooperation, or there are
identified gaps in the regulatory or legal framework in that country, then a FATF member or
an FSRB delegation may nominate that country to that ICRG process. ICRG will then
determine whether the country should be subject to further review so as to be identified as a
non-cooperative country or a country subject to high risk.
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The third process through which a country can enter the ICRG process is through the outcome
of the mutual evaluation report. Different objective parameters are laid out in the mutual
evaluation report. The outcome whereby, for example, if a country has more than 20 non-
compliance or partial compliance ratings against 40 of the FATF recommendations, that
becomes one way whereby a country can get into the pool.

Having said that, there are of course risk and context issues which are extremely pertinent for
any part of the evaluation. So, for example, if a country is known as a destination for offshore
financial proceeds or a destination for bank account secrecy, that will become a very
important parameter while assessors go and carry out assessments. With all these parameters,
the risk and context need to be kept in mind when we carry out an assessment of a country.

On the second issue of beneficial ownership and registers, FATF recommendations do not in
fact define only one way of identifying beneficial ownership. The register is just one way of
identifying beneficial ownership. There are three different ways through which beneficial
ownership obligations can be put in a national perspective. For example, there can be an
obligation on financial institutions and designated non-finance businesses and professions so
that, while they deal with clients and customers, they should have an obligation to identify the
beneficial ownership. There is an obligation on national registries, for example, when these
registers incorporate companies and register trusts, to show how they can identify beneficial
ownership through that mechanism.

The third obligation falls on the companies themselves. When they operate in a country, they
have an obligation to identify beneficial ownership, so registration is not the only way to
identify beneficial ownership. There are different mechanisms through which this can be
done, and it is up to the national jurisdiction to identify and determine which is the best way it
can do that.

On the third question, very briefly, regarding tax evasion, since the 2012 review of standards,
tax crimes are a part of a predicate offence. So for example, just like any other significant
procedure in preventing crime, tax crimes are now considered as a predicate offence for
money laundering. If somebody carries out these tax crimes and tries to launder money, it will
become a money laundering offence, which was not the case prior to 2012. So these are the
three mechanisms through which we are trying to address your points.

1-083-0000

Luděk Niedermayer (PPE). – Welcome, Mr Kumar. Let me also elaborate a little bit in a
general sense on the procedure you have mentioned in the case of Panama, because we are
basically starting with the commitment of the country to do something, which is followed by
implementation in the legal system and then enforcement in reality. So I wonder to what
extent, in your experience, we can see that there is legal implementation but, in practice, there
are significant loopholes?

The second question relates to the fact that we will all rely, from next year, on exchange of
information put together by the OECD, which also should cover the issue of beneficial
ownership. Again I have the same concern if, in all cases, we can rely on the quality of
domestic supervision or law enforcement to ensure that financial institutions really know who
is the beneficial owner of the funds.

Last but not least, I would like to ask you what your perception is of some countries taking
rather unilateral steps to avoid problems, especially with tax collection, but also with money
laundering. In the case of tax collection, for example FATCA implemented by the USA, in
your opinion does it represent the way forward or is it rather making things more
complicated?
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1-084-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – In fact, the Panama
Papers did indicate some trends which are also reflected in the first few assessments which we
have carried out of our own membership. We are finding that, while countries have made
significant progress in terms of putting in place the necessary legal and regulatory framework,
implementation challenges remain. In fact, some of the initial assessments did reveal that
countries are still struggling to come to a level of significant compliance, or high compliance,
as far as implementation is concerned. So yes, it is a very valid point that, while we have
made a very good beginning in terms of putting the regulatory and legal framework in place,
implementation is a challenge which the countries are trying to handle and grapple with, at
least in the initial phases.

On the beneficial ownership issue, I think FATF was the first international body which laid
down clear-cut standards on beneficial ownership, as far back as 2003. Now the FATF
definition of beneficial ownership is identified or referred to by all the global standard setters,
including the OECD and the Global Forum on tax issues. The issue is not whether we need to
change the definition or whether we need to have some other way to define how beneficial
ownership needs to be identified, but the issue is how effectively you are able to put the
requirements which have already been in place for some time into your own national legal
framework.

Having done that, the second issue of sharing the information will be the much easier part.
Unless you have that information you really cannot share it with your international
counterparts, which is one of the key requirements of the FATF recommendations in terms of
international cooperation. I think this is a related question, as to how effectively countries are
able to implement the requirements and then, having the system in place, are able to share that
information with their international counterparts.

On the third issue of unilateral action by some countries, I think it is not within FATF’s remit
to talk about individual jurisdictions’ national policy framework. But this is something which
will be assessed as a part of AML/CFT compliance by FATF, if it is making an impact on
how effectively the country is implementing its national legal framework. If it has an impact
on those issues then definitely that will be part of our assessment process but we, as an
international organisation, do not go into the national efforts as far as these issues are
concerned.

1-085-0000

The Chair. - Thank you. We are naturally also interested in which countries are supportive,
and which countries object. Perhaps we can come back to that later. The next speaker on my
list is Mr. Ramón Jáuregui Atondo from the S&D. Where is he? There he is.

1-086-0000

Ramón Jáuregui Atondo (S&D). – I have three questions for you. First of all, given that the
main function of your organisation is to establish standards for the prosecution of money
laundering, the financing of terrorism, and so on, I understand that countries such as the
Cayman Islands and Panama are excluded from the list, as has already been mentioned, and
that others such as Bosnia and Herzegovina are included. The first question that comes to
mind is whether you are going to consider tax evasion a crime. That is to say, will you include
measures to combat wide spread tax evasion in the statutes of your organisation?

The second is whether you have any mechanisms in place for collaborating with international
organisations, namely the OECD, the G20, the EU, to ensure that their work contributes to the
fight against tax evasion, which is the topic that brings us to this meeting.
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And thirdly, given that the European Union has closely followed the proposal for the
establishment of a list of these contradictions, what recommendations do you propose for the
establishment of a community list and for the improvement of European anti-money
laundering legislation?

1-087-0000

The Chair. - Thank you. These are issues that are of much interest to us, and they are ones
we have already touched upon in a different context with Mr. Moscovici. Please go ahead.

1-088-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – On the list issue,
since 2007, when this entire ICRG process was put in place, FATF has reviewed more than 80
countries in terms of their compliance and in terms of identified strategic deficiencies, as
produced by the mutual evaluation reports. Out of these 80 countries, 59 have been put on a
FATF public list. They have been identified publicly by FATF and, since then, at least 49 of
them have made significant progress in terms of putting a legal and regulatory framework in
place and making all the necessary reforms so as to come out of that list. So that explains how
this process has been successful, not only in theoretical terms, but also in terms of real
statistics as to how the countries really regard being on that list as something they do not want
at any cost. If they have been identified as a country on that list, they take significant
measures to come off that list. That is one part of the process.

On tax evasion, tax crimes are part of the FATF glossary of predicate offences; so just like
any other significant proceeds of crime, such as drug-trafficking or human smuggling or
counterfeiting of currency, proceeds generated from tax crimes are also a predicate offence.
FATF is not a tax body and FATF does not have any remit as far as tax issues are concerned,
but the proceeds coming from those tax crimes will form part of its mandate because of the
fact that they are now predicate offences for money laundering. So this is something which
has been done now.

With regard to the second point about our cooperation with other international partners, we do
very actively cooperate with our international partners, including the World Bank and the
IMF, and the secretariat is in very active dialogue with the OECD and the Global Forum on
tax for the purpose of how effectively we can work together on the beneficial ownership
issue. This is something which happens. FATF also produces its report for the G20, because
the G20 calls upon FATF at very regular intervals, especially recently after the beneficial
ownership issue and the terrorist financing issue. We produce our results and our reports for
them and report on what exactly we are doing in these areas.

Regarding the last question on EU legislation, I think it is something which is not within our
mandate to say exactly what the EU should be doing, because the European Commission is a
member of FATF, as are 15 European members, who are part of FATF membership. This is
something which, as a part of our decision-making process, we discuss through consensus and
through plenary discussions. That is how the entire process works within the FATF remit.

1-089-0000

The Chair. - Thank you. I have one more question: Which sections of your recommendations
are publicly accessible, and how important is confidentiality to the institutions?

1-090-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Just as an example,
basic information about companies – such as who are the directors, the management
personnel responsible for the affairs of the company, what are the registered address and place
of operations of the company – needs to be made public. It is laid down under FATF
Recommendation 24 that this basic information should be made available to the public.
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As far as beneficial ownership information is concerned, FATF standards very clearly state
that it should be accurate, up to date and there should be timely access to beneficial ownership
information by law enforcement. So, for example, if law enforcement needs that information,
the country should put in place the necessary mechanism in order to make sure that law
enforcement has access to this information in a very timely and up to date manner. This is just
an example to indicate what kind of information is public and what is not public.

1-091-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Who knows whether the FATF is an updated
version of Voltaire’s Candide with you as Pangloss, ‘in the best of all possible worlds’. The
truth is that there is ‘before’ and an ‘after’ when it comes to the Panama Papers: we’re talking
214 000 shell companies and that’s only the tip of the iceberg when it comes to middlemen
involved in these crimes. Many countries want to be removed from your lists. Whether these
countries want to comply fully with the recommendations is another thing entirely.

With regard to the implementation of the FATF recommendations, have you considered
recommending that the international community impose further sanctions on the Member
States that do not implement your recommendations? What are the greatest obstacles you face
when dealing with different national authorities?

And as an organisation that reviews so many things in so many countries, have you reviewed
the Panama Paper leaks?

1-092-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – FATF is not an
investigative body. We do not carry out investigations. We carry out our research, we assess
countries in terms of the implementation of FATF standards and we come out with our
typology reports in terms of identifying the methods and trends which criminals and those
who finance terrorists use to launder funds or to support their activities. So this is something
which we do in terms of our profile and our mandate. We do not really carry out
investigations of unusual cases because this is something which has to be done by national
authorities in their own day-to-day operations.

In terms of the beneficial ownership issue and the sanctions, this is something which forms
part of our recommendations in many instances. For example, Recommendation 35 talks
about the proportionate dissuasive sanctions which regulators should have the power to
impose if they find deficiencies in the operations of their financial sector or the DNFBP
sector. We also have other recommendations which say that, for money laundering violations
for example, there should be proportionate dissuasive sanctions available to national
authorities.

So this is something which deals with sanctions. When we carry out assessments, the fact that
these sanctions are available is a matter of peer review, as is whether these sanctions are being
employed by national authorities in their operations. So we will definitely have a look at how
these sanctions are imposed by national authorities for money laundering violations, for
example for terrorist financing convictions, and for significant failures by their financial
institutions, imposed by their supervisors.

This is a whole gamut of implementation efforts which countries have to demonstrate. The
onus of effectiveness implementation is not on the assessors but on the country, so the country
should come out with its own quantitative and qualitative information in order to make sure
that it is able to demonstrate the effectiveness of its measures. That is a part of the assessment
process when we carry out assessments of countries.
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1-093-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Even if only for curiosity’s sake, let’s move
beyond the discussion stage and start taking an empirical approach, even if it means turning
full circle; I’m not telling you to assume the role of researchers, but to review the documents
to determine the differences between what you see in theory and what actually appears in the
leaks.

1-094-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Let me put it into
perspective. When we carry out assessments of a country the first process is identification of
risks which that country has identified in terms of its money-laundering and terrorist financing
risk, and how the country is taking measures to mitigate and address this risk.

The assessors draw up their own scoping note for carrying out an assessment of a country and
that scoping note uses a number of sources of information which are public, which are
confidential, which are non-confidential, which are based on information available on public
websites. All these things go into the identification of risk by the assessment team doing an
on-site evaluation. For example, it is possible for an assessment team to be more aware of the
risks the country is posing than the country itself, because it has done so much research when
it goes out for assessment for that particular country as to what exactly the information
available is from different sources. That will form a very important component of its risk
assessment process, as well as the individual assessments of the countries concerned.

1-095-0000

Fabio de Masi (GUE/NGL). – Welcome, Mr Kumar, and I am happy that, finally, the
Financial Action Task Force was able to attend our meetings because I heard there were some
problems previously, that you could not find the time, yet you had the time to address some
financial lobbyists in the city. I am happy that this decision was corrected, obviously.

I have a very simple and straightforward question. I know a former banker from Goldman
Sachs, who was in the Bahamas lately, and he checked the company register there. He went
there with a specific case and they were able to backdate documents, to falsify documents, in
front of his eyes. I have proof of this, I have photographs, I have his exact report and I will
publish it soon and I will ask Financial Action Task Force then why you obviously think that
the Bahamas is somehow in compliance with the rules – because you do not find them on the
list of risky countries that even inspires a similar list by the European Commission.

Lastly, according to Jan Strozyk from the Panama Papers leak, if a German bank was
involved rules were circumvented in the following way: if someone holds 25% of a company
then the shareholder has to be checked. So cases were found in which a business person
circumvented this rule by being neither a sole shareholder nor a joint shareholder with a
partner, rather the two spouses are involved and the lawyer, and then there are five partners
and individuals no longer need to be checked. Do you still sustain that there is only a problem
with implementation, or do we have a problem with the rules?

1-096-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Let me clarify that
the earlier dates of the committee hearing clashed with the FATF plenary of October, so that
is why the executive secretary could not be here, and he expressed regrets for not being able
to do so. I was here as part of the secretariat staff to talk about the information sharing project
and the FinTech initiative which FATF is taking in that seminar. That is how I happen to be in
Brussels today. I want to absolutely dispel that notion that nobody from the FATF secretariat
was interested in meeting the committee. FATF greatly values the committee’s deliberations
and that is why it is very much interested in contributing to this process.
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On the issue of the Bahamas, it would not be fair on my part to comment on individual
jurisdictions, how things are working in that jurisdiction, how documents have been falsified.
But yes, as a part of the assessment process, if the team goes into a country and carries out an
assessment, it will have a look at the risk the country is posing, it will have a look at the risks
in context, it will have a look at the materiality and structural elements and contractual
factors, how the Bahamas exists in terms of its role, its risk profile not only for itself, but also
for other countries, and then carry out an assessment.

So the assessment process is not something which is common to everybody. It looks at the
risk in context and how that country is important for a particular risk in context, and then
carries out its work. That is something to put in place.

On the beneficial ownership issue, again the FATF definition is very clear. It should look at
the ultimate natural person who has control over that corporate entity. If you look at the
scenario which you have described, where somebody has tried to circumvent that provision by
somebody else having control but not really disclosing that fact, that is something which is
captured in the definition part, as far as I see it. Has the financial institution, has the DNFBP,
been able to identify who is the ultimate natural person who exercises control or who owns
that corporate entity? If not, then the country is failing. If not, then the specific standards, the
specific language which that country has put in place, is failing.

This is an ongoing process. For example, this is how the Risk, Trends and Methods Group
comes into the picture. We do look at how, for example, beneficial ownership information is
being obfuscated by criminals, how exactly the methods are being used by those criminals to
obfuscate the beneficial ownership information, and then perhaps come out with guidance,
with best practices, with case studies to raise awareness and to let countries know this is how
you should go about the whole process.

So this is a continuum, this is not a destination. This is an ongoing process which is a part of
our mandate and which is part of our work profile. Over the past so many years, we have
produced 60 typology reports dealing with each and every aspect of different sectors, such as
vulnerabilities, which are associated with trust and company service providers, the beneficial
ownership issue, how the country should go about determining the beneficial ownership issue,
how the lawyers are vulnerable to money-laundering and terrorist financing. This is part of the
ongoing process, rather than handling something as a standalone event.

1-097-0000

Heidi Hautala (Verts/ALE). – Mr Kumar, having read your initial statement it becomes very
obvious that it is really all about implementation and monitoring. I would like to ask your
view about the oversight bodies in the Member States. To what extent can one trust that they
are independent, that they are effective and that they are properly resourced?

I also have a second question:  in the initial questions we touched on the question of some US
states and the United States in general. The written answer we got was quite reserved; there
was a reference to a final report that was going to be published by the end of 2016, which,
hopefully, will happen soon. Would you be in a position to say something more about the
issue of beneficial ownership and the deficiency of dealing with beneficial ownership in the
United States? Because we are permanently confronted with the question that the United
States is such an important player, so how come they have so many deficiencies?

1-098-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). –On the issue of
resources, independence and effectiveness of national authorities, that is something which
figures in our questions at on-site visits when the assessment team carries out its assessment.
For example, if we are looking at the assessment of a financial intelligence unit we would
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definitely be asking the following questions to the person who is representing the FIU: How
do you ensure independence of your operations? What exactly is in your law to ensure that
you are able to carry out your operational and strategic analysis? How are you able to ensure
that your suspicious transaction reports are disseminated in a very objective and fair manner?
The same line of questioning will be followed for all other national authorities.

So when I talk about assessment let me briefly say that assessment also involves an on-site
visit of two to three weeks in the country, whereby the assessment team meets practically all
the important national authorities which are part of the AML/CFT framework. They will talk
to them, they will caution them, they will ask very intrusive questions which have to be
supported by documentary evidence, and then they will need to be satisfied that the country is
really putting in the efforts it says it is in terms of having systems in place. That is a very
important element of the assessment process, whereby effectiveness, independence and
resources are important parameters for judging the effectiveness of a national authority.

On the second issue of the US assessment, the answer was reserved because the assessment
was ongoing. We had not published the US mutual evaluation reports and, as for FATF
policy, unless a mutual evaluation report is published, the contents thereof are not final. Since
plenary has not had the chance to look at the report it is not discussed anywhere. This remains
between the country and the assessment team.

Having said that, I am happy to announce that the mutual evaluation report of the USA was
published last week, and it has looked at the beneficial ownership issue in great detail. It has
looked at the systems which are in place at federal level; it has also look at the state level
issues because, in the US, companies are registered at state level, as you rightly mentioned
Delaware and Nevada are some of the important states for registration.

The report does conclude that, while the US has a robust system in place for money-
laundering investigation, for prosecution, for confiscation, there are significant gaps in terms
of identifying the beneficial ownership of companies and other structures. That is identified as
a deficiency in terms of US operations.

1-099-0000

The Chair. - We have run out of time now, but we started slightly later, so we can have two
more questions, and then we will have a coordinators’ meeting. So, who is first? Mr. Matt
Carthy.

1-100-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – The report is on the
FATF website so can you can download it.

1-101-0000

Matt Carthy (GUE/NGL). – I would just like to touch on a point which I know has been
raised before, but Transparency International has said that countries should ensure that every
sector that has anti-money laundering obligations should have effective oversight by a
designated independent body. That is particularly the case for nonfinancial professions such
as law, accountancy and real estate. In cases where professions have authority to self-regulate,
this oversight should be carried out in coordination with a public body. I am just wondering if
you have any views on this recommendation, on making it an actual FATF requirement.

1-102-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Recommendations
22 and 23 deal with this issue of designated nonfinancial businesses and professions, such as
lawyers, accountants and dealers in precious metals and stones, and other sectors which are
nonfinancial but which are a potential risk for money laundering or terrorist financing. So
FATF already has a recommendation dealing with these sectors. The countries are required to
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have systems in place in order to ensure that these sectors are also covered under their
respective national AML/CFT framework.

1-103-0000

Matt Carthy (GUE/NGL). – Could you just repeat those recommendation numbers?

1-104-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – 22 and 23.

1-105-0000

Ana Gomes (S&D). – I understand your recommendation to have managers as ultimate
natural persons. Commissioner Jourová said here that, according to your recommendation,
this was the formulation that was incorporated into the Fourth AntiMoney-Laundering
Directive. But actually that formula quite contradicts the objectives because – as you know
very well – in lots of places where you have shell companies the managers manage hundreds
of companies.

We went to Cyprus, I tested it with a particular name, and the authorities never replied to me.
I found out that this manager, a young woman, had hundreds of companies. In my own
country, in Madeira, there are two guys who manage more than a hundred companies.
Obviously this cannot work. Why do you not have a recommendation to simply terminate
their business relationships and indeed to forbid any company that does not establish which
natural persons are the beneficial owners?

1-106-0000

Ashish Kumar, Policy Analyst at Financial Action Task Force (FATF). – Very briefly, let me
refer to the beneficial ownership definition, which is there in the FATF standards. It says that
‘beneficial owner’ refers to the natural person who ultimately owns or controls the customer
and/or the natural person on whose behalf a transaction is being conducted. So the concept of
a natural person is a very important component of the definition. If you just have a manager
who is doing the transaction, he cannot be the beneficial owner because the transaction is
being conducted by someone else and somebody else is the ultimate natural person who owns
or controls that entity. So a manager is just a person who manages affairs and he may not be
the natural person who owns and controls the entity. So I think we need to be clear exactly
what we mean by ‘natural person’ and what we mean by ‘beneficial owner’ in terms of one
approach.

1-107-0000

The Chair. - Thank you very much, Mr Kumar. Your expert knowledge has been greatly
appreciated here. You have been able to draw on your wealth of knowledge and experience
without any need for reams of paper. This is a huge compliment seeing as we have already
heard a number of experts from other institutions. Our compliments to you. We look forward
to hearing from you again. Thank you all very much indeed. I’d now like to bring the public
part of the meeting to a close, and we will have a two-minute break. I would kindly ask those
of you who are not eligible to attend the coordinators’ meeting to please leave the room.
Thank you. This concludes the public part of the meeting.

(The sitting finished at 17:35)


